
chooses to use a CAP or LEC facilities for special access service unless there are specific,

identifiable cost differences."W The Commission adopted this same requirement of

neutrality when it incorporated switched access services into the expanded interconnection

rules.~' In adopting this neutrality requirement, the Commission realized that "absent

even-handed treatment, nonrecurring reconfiguration charges could constitute a serious

barrier to entry. "~/

Clearly, the extension of promotional NRC waivers to interconnectors is

required under the Commission's rules. To ensure compliance with the Commission's rules,

the Commission should establish unambiguously a LEe obligation to extend all promotional

NRC waivers to comparable virtual interconnection services.w Specifically, the FCC

should require that any newly-tariffed promotional offering for LEC special or switched

access services must specify the comparable virtual interconnection services for which NRCs

will also be waived. Clearly, waiver of DSI or DS3 special access or switched transport

installation NRCs must be matched with a waiver of nonrecurring charges for DS1 and DS3

cross-connects. Any promotional waivers for SONET-based services should also be matched

by waivers of DS3 cross-connect NRCs. Any promotional waiver of NRCs associated with

~/ Expanded Interconnection with Local Telephone Company Facilities, 7 FCC Red
7369, 7465 (1992) (Special Access Reconsideration Order).

~f Expanded Interconnection with Local Telephone Company Facilities, 8 FCC Red
7374, 7439 (1993) (Switched Access Order).

~/ Id. at 7438.

2./ The Commission should also apply this rule to all LECs that provide physical
collocation arrangements.
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LEC voice grade, DDS or fractional T-1 services should include a waiver of NRCs for voice

grade cross-connects or their equivalents.

Finally, it is possible that LECs will initiate promotional offerings that do

involve reduced recurring charges for a limited period of time. It is necessary for the

Commission to anticipate the equitable treatment of such promotions as well. MFS submits

that the most efficient way to address this issue is to require LECs to file full cost support

for such promotions, even if they fall within the approved Price Cap rate ranges. The cost

support data should mirror the data required to be submitted with the LECs' Direct Cases in

the instant proceeding, and should identify disaggregated investment, annual cost factors, and

rate/cost ratios. If such promotions raise competitive concerns regarding interconnected

parties, they may be addressed in the normal tariff review process when such filings are

made.

IV. THE COMMISSION SHOULD PROHIBIT LECS FROM RECOVERING
OVERHEADS THROUGH THEIR NONRECURRING CHARGES

In its Designation Order, the Commission specifically ordered Bell Atlantic,

Southwestern Bell, U S West and any other LEC intending to recover overhead loadings

from nonrecurring charges associated with virtual collocation to provide data on this issue.

In their Direct Cases, Ameritech, Bell Atlantic, BellSouth, Southwestern Bell and U S West

have disclosed that their virtual interconnection nonrecurring charges include overhead

loadings)§' Most of these LECs further concede, however, that they do not recover

~ Ameritech at 8-9; Bell Atlantic at 12; BellSouth at 4; Southwestern at 9; U S West at
12.
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overheads in nonrecurring charges for their special access or switched transport services,~1

but rather recover such costs through their recurring rates. Significantly, at least one LEC,

Cincinnati Bell, states that it does not recover overhead loadings from its virtual

interconnection nonrecurring charges.!!Q1

The Commission also directed the LECs to identify the term of service upon

which the assignment of overhead loadings to nonrecurring charges is based. In response, a

majority of the LECs state that their nonrecurring charges are not premised on any term

assumptions, and contend that term of service is irrelevant. Consequently, they argue that no

provision for refunds for overhead contributions is necessary because they will incur the full

costs whether or not the interconnector terminates the service prematurely.~I

The LECs' position on refusing to tariff a refund provision for overheads is

unsupportable. The LECs incorporate overheads into nonrecurring charges by application of

an annual cost factor. This factor assumes that maintenance and administrative costs will be

incurred on a regular basis throughout the year. In fact, the LEC position is internally

inconsistent: either they do not apply annual cost factors and incur all nonrecurring costs

"up front" -- in which case no refund mechanism is necessary, or they require

interconnectors to make advance payments of annualized costs -- in which case provisions for

a refund upon premature termination of the service must be made.

~I Cj. Bell Atlantic states that it recovers overheads through loadings on its special
access installation NRCs. Bell Atlantic at 11. U S West asserts that it recovers "some"
overhead through loadings on some special access nonrecurring charges, but provides no data
to substantiate this claim. U S West at 12-14.

f&.1 Cincinnati Bell, App. A at 2.

~I Ameritech at 9-10; BellSouth at 4; Southwestern at 10-12.
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The Commission should not permit the LECs to have it both ways. The

Commission should prohibit the LECs from recovering overheads in their nonrecurring

charges for virtual collocation service. Prohibiting the recovery of overheads in the virtual

collocation nonrecurring charges will both protect interconnectors against excessive NRCs

and will ensure that LECs use the same pricing standards for NRCs paid by interconnectors

and customers of special access and switched transport services.§lf

Southwestern Bell takes this discriminatory method of cost recovery one step

further and argues that it cannot reuse collocation equipment, and thus it must recover all

nonrecurring charges in its overheads. Southwestern Bell's assertion conveniently arises

from its refusal to: 1) agree to lease or purchase equipment from interconnectors for a

nominal sum (known as the "$1 deal"); or 2) make any provisions to permit interconnectors

to repurchase the interconnection equipment upon terminating the virtual collocation

arrangement.

Southwestern Bell's assertions that it cannot reuse interconnection equipment

are nothing short of outrageous. Southwestern Bell is the only virtual interconnection LEC

in the country that has refused to accept the "$1 deal. "~f All the remaining LECs purchase

or lease equipment for a nominal sum from the interconnector, and agree that the

interconnector may reclaim the equipment upon termination of the interconnection

§If Absent such action, the Commission should, at a minimum, order LECs to refund a
pro rata portion of the overhead loadings associated with the NRCs if an interconnector
terminates its arrangement prematurely.

~I Initially Cincinnati Bell and U S West also refused to endorse the "$1 deal," but both
LEes subsequently have expressed their willingness to do so.
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arrangement. Conversely, if Southwestern Bell persists in refusing the "$1 deal," it could

remedy the reuse problem simply by allowing the interconnector to move the equipment to

another location, or to take delivery of the equipment upon termination of the

arrangement. M1 Instead, Southwestern Bell is attempting to make the interconnector pay

the full capital cost of the equipment (including grossly excessive loadings) up front, and

makes no provision to allow the interconnector to retain use of the equipment following

termination of the interconnection arrangement. Indeed, Southwestern Bell then attempts to

exploit these wholly unreasonable terms to justify excessive nonrecurring charges through the

application of overhead loadings.

The Commission also should require Southwestern Bell to tariff provisions that

would allow an interconnector to realize the full value and benefit of the equipment it

purchases. Either Southwestern Bell should be required to offer interconnectors a right of

first refusal to purchase the interconnected equipment for a nominal sum at the termination of

its interconnection arrangement, or Southwestern Bell should be required to provide a pro

rata refund of the undepreciated value of the equipment to the interconnector. Failure to

impose such provisions upon Southwestern Bell would result in its unjust enrichment.~'

MI Even without taking these actions, Southwestern Bell's argument that it cannot reuse
interconnection equipment is wholly unsupported. Indeed, as explained infra, MFS
purposely chooses the same interconnection equipment that LECs use in their central offices
in order to avoid training costs and ensure competence among LEC technicians. Such
decisions by interconnectors ensure that Southwestern Bell would be able to reuse the
equipment elsewhere in its network.

W In the alternative, at a minimum, customers should be permitted to have the same
equipment moved to another interconnection site for their continued use.
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v. CONCLUSION

For the reasons discussed above, the public record in the instant docketed

proceeding and in CC Docket No. 91-141 clearly establishes that LECs have employed

excessive and unreasonably discriminatory loading factors in establishing their rates and

charges for virtual interconnection, and have thereby unreasonably inflated the cost of that

bottleneck service to aspiring competitors. The Commission should therefore prescribe

reductions in the LECs' virtual interconnection rates and charges, and should compel

immediate refunds -- with interest -- to interconnected parties that have paid excessive rates

to date. In addition, the Commission should impose sanctions upon Bell Atlantic for its

flagrant and unexcused refusal to comply with the direct orders of the Commission.

Respectfully submitted,

Cindy Z. Schonhaut
Vice President
Government Affairs
MFS Communications Company, Inc.
3000 K Street, N.W.
Suite 300
Washington, D.C. 20007
(202) 424-7709

Dated: April 4, 1995
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HoftmJr Est3les iL 60~96·"J=':

Office ~08 2-l8· 3332
Fax ~082-l8·3890

Kristin U. Shulman
Director
Federal Regulatorv Planning anc P:i,C,

PUBLIC REFERENCE COpy

February 10. 1995

Transmittal No. 863

~-eommUnicationS Commission
1919 M Street, N.W.
Washington, DC 20554

Attention: COmmon camer Bu,..,

The accompanying tariff mal8ria1, isaled on beh8lf of Ameritlch and bearing Tariff F.C.C.
No.2. Access Service, is sent to you tor fIIIna in compliance with the requirements of the
Communications Act of 1934, 85 amended. this material. scheduled to become effective
February 13, 1995 and M8rch 27, 1995. consists of revised tariff pages as indicated on the
following revised check sheets.

T8I1ff F.C.C. No.

2

Check Sheet Nos.

7Mth Reviled Page 1
785th Revised Page 1
134ft Reviled Page 1.5
100th Reviled Page 1.6
101st Revised Page 1.6
55th Revised Page 1.9

With this ft~ AmIrItIc:n~. new contract periods to its Optional Payment Plan in
F.C.C. No.2. 5ecIIIon. 7. new service offertna will allow for 24 and 48 month payment
arrangements providing customers with more flexibility in provisioning their networks.

Cost support tor the·DS1 and DS3 portion of this flUng is being submitted under separate
cover requl8tlna .. the information be treated as confidential. All other support material
pursuant to Seclton 61 .• of the Federal Communications Commission's Rules and

'Regulations is submitted herewith.



...... AMt/liS
Amefftlch sa. RMlIeMce

UMenttl "Month

'n"laement 12.011.37 12.011.37
TCUI AnfMIt COIl SI'73.M SI'73.M
Teal MonIhIy Colt "7.71 "7.71

Monthly _. $71.• ".47

AnrIcMI COIfIIm;•••tent 0.21 0.21
Monthly CoItJRate 0.83 0.70

Exhibit 2
' ... 1 of 13
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TcMI AIInuI COlt
Total Monthly COlt

Monthly Rate

I.,."..,....
TcMI~COIt

T*I Monthly COlt

Monthly Rate

Annual CoItII.......M
Monthly CoItIIIt*

1tIIII. AnIlIy8I8
Amerttaeh OC-3 service

2~Month

'15,114.02
13,012.34

1211.75

'1,527.00

0.11
0.11

'1~,374"
I3,ID.•

1337.01

......00

0.27
0.78

'15,114.02
13,012.34

1215.84

'1,253.00

0.11
0.23

'1",37""
13,123.•

1335.71

1385.00

0.27
0.17

Exhibit 2
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Kristilt U. SIIt"1U1t
i}r~~~= t'

Jce'j: :lec",a:~"V p :,-- ;:..

P' 'SliC' ... " ... '• • -:.4 ;. _~'.

".j !. • ~ ,-' ti .,..~. ~

Janu.-y 6. 1995

TI'MSmittaI No. 856

--.ry
F..... COr'nrnuricIl'..,. Commllelon
1818 M. SINIt. N.W.
Wah.ngtoft. D.C. 20554

AtIIntton: ConHMn c.nteI Ita,...

The~_ m...... III..Oft of AmIrIeGtI n be... TartIf F.e.e.
No.2. AocnI .... 18..tID you tor In will the NqUirwmen. of the
~ Ad of 11M ".m 1Clh8duJed to b80ame eft8ctive
Fe-y 20.1815. conIi8tI of a reviled tariff PII08 • irIck8t8d on the following revised
check sheets.

1WIII F.C.C. No.

2

CMoIc..NoL

mtn AMlld Page 1
81th Reviled Page 1.7



AMERITECH • OH'O
SlTE DtVER'STY • OC·12

SITE DIVERSITY CAPABILITY

ESTIMATED INVESTMENTS:
Recovet'abte Matena' Cost S 10,801.88
Non-Rec Materia' Cost 0
Installation Cost S 2,270.87

TOTAL S 13,172.85

eSTlMATED RECURRING COSTS:
Depreciation S 1,705.38
Cost of Money 731.08
'ncome Tax 273.13
Maintenance 170.45
Ad VatOl'em Tax 211.87

TOTAL ANNUAL COST: S 3,107.81

SUB-TOTAL MONTHLY COST: S 258.11
MONTHLY GROSS REVENUE TAX: 13.30

TOTAL DIRECT MONTHLY COST: S 272.21

Annual DinIct Cost to Direct Investment Ratio 0.2211
Monthly Cost S 272.21 to Monthly Rate S 280.00 Ratio 0.1725

EXHIBIT 2
PAGE 1 of 2
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.t.....-...__

8dl Adancic Network Services, Inc.
One Bell Atlantic Pfaza
1310 Nonh Court House Road
..m floor
Arlinpon. Virjinia 22201
70397+-5995

September 22, 1994

Trans.ittal No. 696

MidIMlI. McCu...
Diftctor, Races &t Tariffs
External Affairs

@ Bell Atlantic

secretary
Federal C~ications Commission
Washington, D.C. 20554

Attention: Cowmon Carrier "Bureau

The accoapanyinq tariff material, is.ued by The Bell
Atlantic Telephone ca.panies and bearinq Tariff F.C.C.
Ho. 1, Acce.s service, is sent to you for f ilinq in
compliance with the require..nts of the communications
Act of 1934, as uaended. 1'his aaterial, filed on
torty-tive days' notice, is scheduled to beco.e effective
Hovember 6, 1994 and consists at tarift page. as
indicated on the following check sheets:

Tariff F.C.C. No.1 Check Sheet Reyision No. "

670th Revised Page 1
42nd Revised Page 1.10

This filing establishes rate. and charges for Specializecl
Faciliti.s and Arranq...nt. to be providecl on an
inclividual ca.. basis (lCB) to .eet specific and unique
need. of Corestates Financial Corporation. This case is
re.tricted to the individual customer. A private network
of Central Office multiplexers and 2B1Q transport
facilities is providecl.

support inforaation as specified in Section 61.38 of the
co..ission's Rule. is included with this filinq.

We have enclosed a check in the amount of $565.00 in
accordance with the fee prpqraDl procedures.



caa-t..-ra COZ_ia'tea "i...atal
COZ'pOra-tiOD

1. DPftOD1JCtZ.

'ftli• ..etion outllDM CClIIP1iance vith section '1.3' of
th. ea-i..ian'. Rul. wbic:ll app1i. to thil. filiDg becauae
Ball Atlam:ic il • .-iJMmt carrier. saction '1.38 provides
the gui4.liDee for coat 8Upport: when filinq new lervice.
excluded froa price cap r8CJUlation.

2. COIIl'LXMICm Uft 8.en.. '1.3' (»)

....l .....1:.io. &lUI 4a1:.& ,uppor1:.!Dq ei~.. c!aaage, or ... ~iff
offeriacJla

8vyiqe RlMrQt;ipa

Bell Atlantic i. providi.D9 a apecialize4 arrUlCJ~t
for Coreatatu Financial Corporation for the provi.iOll of a
private interstate network in .ew J ....y. The network
conailta of ceDual office -altiplaxera and. braDCh office
collll8ctiona in conjuac:tion vi'th Special Acceal aervicaa frOli
section 7 of Bell Atlantic'l Tariff F.C.C. Ro. 1. 155
branch office locatiou vill be aarve4 by five central
office huba -- C&IIden, Baailton Square, Jted Bank, Rev
Bruraawick, and Plainfield. All interface. between the
network and the cua'toa.er'. equip.ant are .tandarct, published
intm:face.. 'l'ha cuataa.r ba. agreed to a five-year tara.

191.,. f.e "il 'iIi.,

Bell Atlantic i. aaJtinq 'thil filinq purluant to t:ba
coaaunica'ticma Act of 1'34, as ~ed, in order to provia
this configuration to corestatu. Thil filiDq il beinc) JIa4a
in C01Ipliance with the r8CJUlatiou within the Bell Atlantic
Tariff P.C.C. No.1, Acce" Service.

Ia.i, of Iati·'kiag

The cwataa.r hal agreed to pay the charg.. for thil
service throuqh a racurrinq IIOnthly rate.

The nonrecurrinq COtIta have beaD r ..tate4 .. an
equivalent IlOnthly aaount per branc:h connac'tion and are
includ-ei in the IlOnthly recurrinq rate. The coau for cale
preparation incl\ld..~ incurred to confiCjUre,
8IlCJinaer, and prepare ee-t support for 1:.hia .ervice and wa.
devaloped by JlUl'tiplying tha utbwatad ltaff houra required
by the appropriate laJ:»or ra'tM. ca.. preparation coat. a180
include an increaent to cover tariff preparation and filinq
faa exP8IlII8'. The nonrecu:rrinq COlta a110 include
nonreusable iftveltaent anet associated aarqin.



·.
lEU. A1tANTIC

COfESTAlES

FEClIWNG COSTS

1.........
2. Arn.t8Ic.-eo.
3. 0pIi-'1i1 ecpr,•••
4. Dnct eo.
5 ......
8. ...,....TOlIII
7. Teal per Qn:uIt per~
8. P.CIrcuIt NRC Incf. • Monchfy NfL
9. MonItdV R-.

NONFECUFANG COSTS

10. T"P~"'i Ind FlIng F_
11. c..-m......SeNIces eq:.n•••
12. NMwark EugiflIJItJg
13. TotIf c.. p....1IIDn1.. Nor1IaIIIIl* c.ptII
15. MaVn
18. TOI8I
17. NannIcam1g 1*circuit
18. A8sta8d • mcJr1Ihtf rwcunfng per ckcuit

AHNUAL. COSl8 AND FEVENUES

19. NNJIL cosIS
20. .w4JAL FEVENUES

L2+L3

1.4+L5
LS /155 ckt1IIi2 monhs
L18
L7+LB

Li0 + Li1 + L12

L13 + L1. + LiS
LiS/iSS

1.4+ L13+ Li.
L9 * 155 * 12 MONTHS

WOA<PAPER1

117I,183.00
11......00
$11.,1• .00
S2IIJ»4.oo
$1-'121.2-4
S484.2OI.24

"33....67
. $310.00

S7a2S
$411.00

$8,816.00.....
S2OI,802.00
$131,620.58$311,._

S2.21n.80
$49.87
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Bell Atlantic Network Services, Inc.
One Bell Atlantic Plaza
1310 North COUlt House Road
4th Floor
Arlington, Virginia 22201
70397.....'995
FAX 703 914-0780

February 23, 1995

Tran_ittal Mo. 749

Michael R. McCullough
Director, Rates & Tariffs
E.'<temal Affairs

@ Bell Atlantic

P""'LIC r-~-- - -"",- ,- :J{
uC I'.;;.:..;,...... ".:. .,",Vi '

Williaa P. Caton
Actinq Secretary
Federal Co..unication. ca.ais.ion
Wa.hington, D.C. 20554

Attention; CQWlQn carri.r Bur.au

The accoapanyinq tariff ..terial, i ••ued by The Bell
Atlantic Telephone Ca.panie. and bearing Tariff F.C.C.
No.1, Acee.. Service, i. .ent to you for f ilin9 in
co.pliance with the requir..ents of the C~unications

Act of 1934, as ..ended. This ..terial, filed on torty
five days' notice, is scheduled to baeo.e effective April
9, 1995 and consi.ts of tariff pages as indicated on the
followinq check sheets;

Tariff F.C.C.No. 1 Check Sheet Reyilion No.

716th Revised Page 1
54th Reviled Page 1.12

With this filinq, Bell Atlantic propo.e. rate revision.
to it. Pederal Teleca.aunications Acce•• Service (FTAS)
offerinq. PTAS tU1lS specify that certain rat.. in
section 17 are to be ..intained at a di.counted level
below the Special Acce•• rate. in section 7. Thi. filing
revi... the PTAS rate. to reflect Section 7 rate changes
in Bell Atlantic'. Trans.ittal Mo. 673 and proposed rate
chanq_ in Bell Atlantic'. Tran_itt,l Mo. 747 which was
filed on February 16, 1995 with a proposed effective date
of March 2, 1995.

Support intoraltion aa specified in Section 61.38 of the
Ca.mi.sion's Rule. is included with this filing.



SBCTIOR 3

COftS, DBIIAHD, BTU, and ItBVDUBS

ColI't Develo...nt

..11 Atlantic ~o~ COtIt atucli_ to 4etaz'Jline t:be ee-ta

tor _ch aervic. included in PTAS. The unit cotIU are IIbovn on

workpaper 1.

o-nd Foreca8t

The annual d_.nd torecaat tor PTAS rat_ ia lIhown on

worltpaper 1. The toree-at ia baaed on 199. d..and.

Propotled Rate.

The propo.. JIOnthly rat_ tor P'l'U are ba...s on the

di8Count quidelinetl in section 17.3 .A. 3. However,

notvithatandinq the diacount levela in Section 17, new rat.

calculated purauant to the diacount table vill not be Nt below

coat.

Revenue Forecaat

The ftU projectad revenuea were calculated by IlUltiplyiDg'

the propoa. rat. by the projected d-.nd. workpaper 1 containll

the projactiona.

•



WONCPAPER1
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MTE* MTE DI8COUNT COST DEMt'H) coara MVlNUES
~ A ' 9....__....D__E F_-~

FTAI RATE FI FMFN1'S

CIwwIIt T....,.QI1- maa."Y....mea
v.-.... -2.... "'00
Voice GNdIt - 4 wiN ••00

-'75
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111.00
...00
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